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Transnational professional service firms (psfs) are hugely significant 
in today’s global economy. They support financial markets, facilitate 
complex international transactions and deliver managerial ideas and 
advice to the world’s largest corporations and most powerful governments. 
They ‘sell’ expertise – that most intangible of products – providing 
customized solutions to demanding clients on a global basis. other 
businesses will face the same challenges as the world becomes more 
globally connected and customers more demanding, seeking products 
and services to fit their particular needs. as such, professional service 
firms represent critical models for 21st century multinational firms. 
Transnational psfs face major challenges, however. They have grown 
in scale and complexity to the point where traditional organizational 
arrangements have proven inadequate. how are these challenges being 
met, and what lessons can we learn?
research at the novak druce centre reveals the emergence of the 
‘multiplex’ psf. Transnational psfs have responded to their complex 
environments by developing highly sophisticated structures that capture 
the benefits of deep multidimensional specialization without losing 
overall coordination. This briefing focuses on accounting firms as 
exemplars of this knowledge-intensive, multiplex organizational form,  
but our research into other professional service sectors confirms they  
too are pursuing similar practices as they adopt the multiplex structure.
‘ OUR RaISOn d’êTRE is To deliver 
global services. iT runs righT 
Through The dna of The firm – ThaT 
we are global or we are noThing.’
(partner in a leading transnational psf)
copyright © 2011 The novak druce centre  
for professional service firms  
 
based on the article, ‘The organizational design of Transnational  
professional service firms’ by royston greenwood, samantha fairclough,  
Tim morris and mehdi boussebaa, published in organizational dynamics,  
39 (2), april–June 2010.
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Transnational accounting firms have evolved 
through three broad phases. initially, accountants 
serviced clients from local offices distributed in  
a particular country. each office was more or less 
self-contained: as such, the ‘firm’ was made up  
of relatively independent, geographically dispersed 
units. coordination across local offices was under 
the umbrella of the ‘national firm’, which provided 
broad-based marketing and managed clients with 
a national scope. but the centre of gravity was the 
local office, where professionals were grouped by 
‘line of service’ (for instance, audit and assurance, 
tax, or management advisory services). 
The second phase occurred as clients over time 
became more international. national professional 
service firms followed suit and merged to form 
international psfs. given their increasing size 
and geographical scope, these firms required 
new levels of governance – notably, a global 
headquarters to provide coordination across 
national jurisdictions and take responsibility for 
strategic issues such as entering new territories 
or markets. but the centre of gravity of these 
organizations remained at the national level.
The third phase was triggered as psfs found 
it useful to add a new ‘axis’ of specialization – 
industry knowledge. as well as professional 
expertise, clients began to expect their advisers  
to have close, in-depth knowledge of their 
industries and their markets. in response, psfs 
developed industry-specific expertise and became 
innovative ‘thought leaders’ in particular 
industries and markets.
reflecting this, they created organizational 
structures designed to focus attention on  
specific markets and generate new ideas and 
products for them. accounting firms now focus 
their know-how in geographic hubs of industry 
expertise. for instance, kpmg’s automotive 
industry advice is organized around a global 
automotive centre which pulls together resources 
from detroit, stuttgart, shanghai and Tokyo. 
furthermore, firms have re-organized themselves 
regionally to coordinate client service delivery. 
deloitte, for example, focuses its services in 
regional groupings such as the americas, asia 
pacific, and europe/middle east/africa.
by the mid-1990s all the basic elements of  
the global multiplex were in place. Transnational 
psfs had organized themselves along three main 
axes: location, line of service, and industry/market. 
These axes are critical for firms competing on the 
basis of their expertise in multiple jurisdictions 
and advising clients in very different industries 
and markets. an example is given in figure 1.
The rise of The TRanSnaTIOnaL PSF
These high levels of differentiation create 
considerable problems of coordination and 
control. Transnational psfs confront daunting 
challenges of size, geography and diversity  
of service and must reconcile several tensions  
and dilemmas:
TEnSIOnS bETwEEn naTIOnaL 
and InTERnaTIOnaL InTERESTS
on the one hand, the historical centre of gravity 
lies in the national firms, partly because they 
were the original building blocks of today’s 
international firms, partly because they remain 
the home base of professionals who need to 
be near their clients, and partly to meet the 
demands of national legislation. on the other 
hand, the strategic emphasis of the evolving firms 
is transnational: delivering cutting-edge services 
seamlessly and consistently to global as well as 
national and local clients.
TEnSIOnS bETwEEn LInE OF SERvIcE 
and IndUSTRy/MaRkET aXES
The line of service axis, which emphasizes 
professional standards and norms of conduct, is 
the traditional core of the organization and where 
expectations of professional independence are 
likely to be more pronounced. The industry/market 
axis, on the other hand, is a focal point for a more 
business-oriented perspective and emphasizes 
commercial expertise and market growth.
These tensions are intensified by psfs’ unusual 
ownership and governance arrangements. 
Typically, psfs are partnerships in which senior 
professionals own and manage their respective 
national firms and lead client engagements. 
This means, in principle at least, that important 
decisions have to involve all partners. 
unsurprisingly, partners in particular countries 
are especially sensitized to the interests of ‘their’ 
clients, and this is reinforced by incentives that 
reward them on the basis of their client fees  
and satisfaction. as a result, partners are not 
always motivated to devote time and resources  
to building the international firm, particularly  
if their own clients are relatively small and local 
rather than large and global.
despite these challenges, the largest transnational 
accounting firms are coping successfully. revenues 
have grown markedly. in 2000, for example, 
deloitte’s fee income was $11.2 billion; in 2004  
it was $16.4 billion and in 2008, $27.4 billion. 
The other big four firms have recorded similar 
growth rates. and the largest psfs are still growing. 
between 1990 and 2009, ernst & Young more 
than doubled its number of employees and 
increased its revenue over fourfold.
Transnational psfs appear to have evolved an 
organizational form that works for them. They 
have discovered how to gain the powerful benefits 
of multidimensional specialization without 
losing overall coordination. how have they done 
it? how have they overcome the challenges of 
geographical complexity and size? our research 
reveals that they have learned to apply four key 
principles:
1.  dEvELOPIng MULTIPLE dIMEnSIOnS  
OF SPEcIaLIST EXPERTISE 
2.  cREaTIng OvERLaPPIng PROFESSIOnaL 
cOMMUnITIES 
3. PRIORITIzIng cLIEnT ManagEMEnT 
4.  dEvELOPIng TRanSnaTIOnaL ‘cULTURES 
OF REcIPROcITy’ 
partners are not always motivated to devote time 
and resources to building the international firm
The dilemmas facing TRanSnaTIOnaL PSFs
FIgURE 1: inTernaTional organizaTion of ernsT & Young llp
E & y gLObaL
naTIOnaL FIRMS
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The multiplex psf is grounded in the recognition 
that in order to compete successfully in the  
global market, psfs must develop their expertise 
along several different ‘axes’ simultaneously. 
successful psfs have created structures such  
as departments and practice groups that target 
core practice areas serving sectors such as health 
care or issues like mergers and acquisitions. each 
dedicated practice area brings together a deep 
professional expertise and knowledge of markets 
and institutions, and offers the specialization  
and sophistication that multinational clients 
increasingly demand of their advisers. in addition, 
each axis opens an avenue to explore new 
markets, allowing the firm to avoid shrinkage  
in its clients and maximize the exploitation of 
resources.
The paradox at the heart of the multiplex psf 
is that a potential cause of fragmentation – 
multiple in-depth specialization – is used to 
achieve a sense of community and integration. 
The axes of specialization are deliberately made 
to intersect, so that structural diversification is 
offset by an overlap in personnel. professionals 
become members of multiple groups in terms  
of service line, industry, location or client. in  
this way, each axis does not form an insular silo; 
instead, structures that are usually seen as sources 
of fragmentation in fact create a framework for 
coordination and reciprocity within the psf. The 
different axes – line of service, geography, and 
industry or market – continuously bring together 
different ranges of professionals in changing 
lattice-works of community within the larger 
organization.
for example, lines of service such as tax or audit 
do not form exclusive communities isolated from 
industry teams. each professional plays multiple 
roles simultaneously – working as part of a service 
line, an industry group and a particular place,  
as well as in different client management teams 
over time. The benefits are twofold: professionals 
do not assume entrenched positions, seeing the 
world from only one angle, but learn to understand 
and identify with the different viewpoints of the 
diverse communities they belong to; secondly,  
the relationships between professionals created  
by their criss-crossing membership in different 
communities result in extensive personal 
networks, which enable expertise to be identified 
and leveraged promptly and appropriately in the 
course of strategically critical client engagements.
1. mulTidimensional SPEcIaLIzaTIOn
2.  nascenT communiTies aS a ROUTE TO InTEgRaTIOn
coordinated client management systems  
take into account the strategic importance of 
meeting the demands of international clients
the paradox at the heart of the multiplex psf is 
that a potential cause of fragmentation is used 
to achieve a sense of community and integration
key to resolving the tensions in transnational 
psfs has been the development of coordinated 
client management systems (cmss). These  
are designed to take into account the strategic 
importance of meeting the demands of 
international clients for a seamless customized 
service. Transnational psfs distinguish themselves 
from their competitors by virtue of the resources 
and knowledge they mobilize. The cms focuses 
and tailors these resources to fit the needs of  
the client, enabling the firm to offer consistent 
and coherent quality service across national 
boundaries. 
another of the key functions of the cms is  
to classify clients according to their strategic 
importance. compared to large manufacturing 
multinational corporations, which may have 
twenty or thirty global account relationships,  
the largest accounting firms may have up to  
fifty top priority clients, and a further 200–300  
of high priority. a clear benefit of the cms is  
that professionals throughout the firm are led to 
recognise which international clients are critical 
for the firm’s global success and give them 
appropriate attention. 
at the heart of the cms is the client management 
team, a cluster of professionals engaged upon 
projects for a particular client. The size and range 
of this team requires careful recruitment and 
management. psf client management teams may 
resemble those in manufacturing multinational 
corporations (mncs), but whereas manufacturing 
mnc teams are relatively small, typically involving 
only one to five people, psf teams often have 
over forty members. 
heading each team is a ‘lead partner’ with 
responsibility for ensuring the client receives  
the appropriate level of service on a worldwide 
basis. lead partners recruit personnel, manage 
relationships with the client and resolve any 
conflicts that might arise. They play a key role in 
identifying the competencies and the individuals 
needed for a project and negotiating their 
involvement. 
however, a dilemma can arise. withdrawing  
a valued partner from, say, australia to work  
for several years in a north american team  
may seriously disadvantage the australian  
firm, especially as that partner will no longer be  
available for marketing and client development 
purposes in the home country – activities in  
which close personal relationships based on  
local knowledge are crucial.
so why would partners cooperate in these 
arrangements? why would they agree to the 
transfer of valuable professional resources out  
of their national jurisdictions? The answer lies in 
perhaps the most significant feature of multiplex 
psfs: their cultures of transnational reciprocity.
3. prioriTizing cLIEnT ManagEMEnT
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4. culTures of REcIPROcITy
susTaining THE cULTURE
four mutually reinforcing factors contribute to 
the culture, as depicted in figure 2: positive 
role models; aligned organizational processes; 
organizational strategy/rhetoric; and the beneficial 
consequences of reciprocity. 
Typically the leaders of transnational psfs 
promote one-firm global cohesion via mission 
statements and other forms of rhetoric, which 
envision the firm as an integrated whole and 
emphasize the benefits of collaboration between 
practices and countries. This language of unity  
of purpose helps foster a common transnational 
mindset amongst partners and staff. but, 
of course, in itself this is not enough. senior 
partners need not only to ‘talk the talk’ of 
unity and reciprocity but also ‘walk the walk’, 
serving as positive role models for partners 
and associates. 
another factor that contributes to the culture  
of reciprocity is various organizational processes 
which are aligned together and with organizational 
strategy to promote norms of collaboration. for 
example, recruitment and socialization contribute 
to the creation of homogenous communities, 
which reproduce and transmit the values of the 
firm from generation to generation. 
firms also invest heavily in global training 
programs that bring together professionals 
from around the world and internalize a shared 
purpose. These programs build commitment, 
encourage the diffusion of ideas and practices, 
and, perhaps more critically, establish extensive 
face-to-face relationships between professionals 
who might, in the future, be looking to each  
other for help. 
performance appraisals, too, serve to cultivate 
norms of reciprocity. senior partners are evaluated 
by a range of partners to whom they provided 
resources in their service line activities and 
broader client relationships. a weak or reluctant 
performer will be noted, and under-performance 
will be reflected in their subsequent remuneration. 
appraisal processes thus send a clear signal to 
more junior professionals, reinforcing the message 
that collaboration is highly rewarded.
finally, another key factor in the creation of a 
culture of transnational reciprocity is foreseeing 
the beneficial consequences of reciprocity.  
by helping overseas colleagues, partners can 
expect to receive similar assistance in turn. 
non-partners, too, have much to gain by 
cooperating with colleagues in associated firms. 
working for transnational clients carries high 
status. it exposes professionals to the most 
complex professional activities, the highest  
rated colleagues, and client engagements central 
to strategic goals. additionally, it introduces 
individuals to the working practices of colleagues 
in other countries, and particularly the global 
knowledge hubs in which cutting-edge industry 
know-how is concentrated. These engagements 
offer non-partners the opportunity to build 
networks across the firm, and forge the 
reputations on which their future promotions  
will depend.
transnational reciprocity cultures act as  
a ‘glue’, tightly binding the elements of the 
multiplex together 
cultures of reciprocity nevertheless take time  
to build and are not easy to maintain. critical  
to their success are a number of factors:
cLaRIFyIng THE FInancIaL and 
OPERaTIng TaRgETS THE FIRM USES
successful transnational multiplex psfs employ 
complex financial formulae for calculating the 
distribution of profits produced from global 
projects. These formulae accommodate the  
hourly rate of those participating in transnational 
work so that team members are not inhibited  
by financial concerns from collaborating between 
offices. This ensures that those national offices 
who lend their resources to teams in other 
countries are compensated for the costs of the 
people they have lent. removing this obstacle  
to cooperation is critical.
STabILITy OF PERSOnnEL 
most psfs favour the development of their  
junior staff over external recruitment and  
only rarely make lateral appointments at the 
partner level. senior partners work their way  
up through the ranks of one organization from  
the most junior appointments, and there are  
very low rates of turnover among the highest 
ranks. This philosophy of building careers  
within a single firm strengthens the commitment 
of professionals and helps embed the culture  
of reciprocity.
PaRTnERSHIP gOvERnancE
particularly relevant to psfs, the partnership 
form of governance is highly symbolic as a 
unifying concept. The values of peer control 
and professional self-monitoring embodied in 
the notion of partnership nurture an attitude of 
collective interest whereby the interests of the 
firm outweigh partners’ inclinations to ‘free ride’ 
or focus exclusively on their individual interests. 
The resulting rewards of reciprocity are many. 
multiplex psfs secure the best work from the 
biggest clients, thereby setting themselves apart 
in scale and scope from their competitors. and 
access to such clients creates enormous benefits, 
opening up lucrative revenue opportunities and 
strengthening the firm’s brand. furthermore, 
engagements of this scale and complexity foster 
the development of deep expertise and help  
firms attract, motivate and retain the best and 
brightest talent.
FIgURE 2: elemenTs reinforcing a culTure of reciprociTY
cULTURE OF 
REcIPROcITy
cOnSEQUEncES 
OF REcIPROcITy
ROLE MOdELS
aLIgnEd 
ORganIzaTIOnaL 
PROcESSES
ORganIzaTIOnaL
STRaTEgy/RHETORIc
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The implicaTions for  
21ST cEnTURy ORganIzaTIOnS
This briefing has focused on accounting firms,  
but there are wide-ranging implications for other 
international businesses seeking to create global 
organizational designs fit for the 21st century.
The multiplex organizational form represents 
a means by which the complex competing 
demands in transnational businesses can be 
identified and articulated and their associated 
problems resolved. businesses have long  
applied the organizational matrix as a useful  
but cumbersome structure. The multiplex, if 
properly designed, offers a viable sophisticated 
alternative.
The multiplex combines both structural and 
cultural features to achieve its ends. superficially 
the multiplex may look like a straightforward 
three-dimensional matrix structure, but in 
practice it is precisely the fusion of structural  
and cultural features that ensures its effectiveness.
The multiplex works because of the multiple 
roles that professionals carry on a continuous 
basis. in their day-to-day work professionals 
are simultaneously engaged as market sector 
specialists, experts in a line of service, and 
practitioners working in a particular place.  
This means they are sympathetic to the demands 
that each dimension places on the multiplex 
and never become narrowly entrenched in one 
point of view.
The client management system plays a critical 
role by focusing large numbers of professional 
staff on the common goal of serving the client  
and delivering client satisfaction.
as knowledge-based businesses – widely hailed  
as the firms of the future – face the demands of 
operating in increasingly globalized markets and 
are confronted by ever-more demanding clients 
seeking tailored solutions, the challenge will  
be to respond with the right sort of organizational 
design. psfs have evolved a sophisticated design 
model – the transnational multiplex – that allows 
them to mine multiple deep seams of expertise 
while pursuing a globally coordinated strategy.
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